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COMMERCE-JUSTICE-STATE APPROPRIATIONS/FCC Accounting Mandate

SUBJECT: Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies Appropriations Bill
for fiscal year 2000. . . S. 1217. Hollings motion to table the Enzi amendment No. 1301.
ACTION: MOTION TO TABLE FAILED, 45-52
SYNOPSIS:  Asreported, S. 1217, the Departments of Commerce, Justice, and State, the Judiciary, and Related Age

Appropriations Bill for fiscal year 2000, will provide a total of $35.282 billion in new budget authority, which
is $918.2 million less than appropriated for FY 1999 and is $11.592 billion less than requested (largely due to thémefudal to
the Administration's request for $8.7 billion in "advance" appropriations; such appropriations have been used in receat year:
bookkeeping means of exceeding the spending caps in effect but not in letter).

The Enzi amendmentwould prohibit the Federal Communications Commission (FCC) from requiring phone companies to ke
records using accounting methods that do not conform to Generally Accepted Accounting Principles. (The FCC requires p
companies to keep accounting records under which they must amortize purchases that under all normally used accounting m
are "expensed" (written off as an expense in the year in which they were purchased); this requirement effectively makes
companies keep two sets of business records).

Debate was limited by unanimous consent. After debate, Senator Hollings moved to table the Enzi amendment. Generally,
favoring the motion to table opposed the amendment; those opposing the motion to table favored the amendment.

NOTE: After the failure of the motion to table, the Enzi amendment was adopted by voice vote.

Those favoringthe motion to table contended:

Though some of us have been involved in compations policy for decades, we have never heard of the problem that oul
colleagues have described today. We are willing to hold hearings to look into it, and if the situation is as they desavitbe it w

(See other side)
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support a change, but we are not going to agree to their amendment without further examination. We are especially s@spicious wh
we hear that the group that has brought this matter to our colleagues' attention is the United States Teleplaiite AGsD

colleagues talk about that grouplastgh it represents small, rural phone companies, but it really represents the Big Bell companies.
Those companies are very profitable, and they are combining with other companiesuabmdigtte. In many cases they are
operating as monopolies in the areas in which they operate. Our colleagues say that the FCC has its separate bookkeeping
requirement in order to stop phone companies that have monopoly markets from charging unfair rates. It seems to uglthat the nee
for that requirement is growing rather than shrinking. Again, we are willing to examine this problem further, but for ncst we mu
oppose this amendment.

Those opposinghe motion to table contended:

The Enzi amendment would eliminate antiquated FCC accounting rules that are proving very costly for small phone companies,
particularly small rural phone companies, to follow. Those rules, which were first enacted in 1935 to control the ratesof retu
monopolistic markets, basically make every telephone company keep two sets of books, one for the FCC and another for everyone
else. The FCC will not let telephone companies expense tangible property they purchase; right down to paper clips ineg are req
to amortize their purchases according to rate schedules that each of them must negotiate with the FCC. No other aceaunting syst
in use has this bias against expensing. The FCC rules are harmful for several reasons. First, they are expensive td iaplement.
Arthur Anderson accounting firm estimates that it costs the local phone industry up to $270 million per year to keepdsistsecon
of books. Second, they serve no useful purpose, because local exchange companies' profits are now limited with price-cap
regulations instead of with cost-based, rate-of-return regulations. Third, local telephone markets are now open to camiphtition,
is increasingly making any attempt to control monopoly profits irrelevant. Fourth, having those accounting rules is bafair to t
regulated companies because their competitors do not have to follow the same costly regulations. Fifth, and relatedly, their
competitors get to see the rates that they negotiate with the FCC, and consequently they get an unfair busineseadusatage b
they know what the regulated companies are buying. Sixth, the rules were made at a time when the communications industry was
stable. It is now changing at such a rapid pace that much of the equipmentptnathizsed and that the FCC requires to be
amortized over many years is obsolete long before its cost is written off. Seventh, the regulations do not take intoaotigaderat
new forms of communication are now competing directly with telephone communications. Eighth, and most importantly for us, the
regulations are especially expensive to obey for small, rural exchange carriers. Huge companies can much more easily afford to
assign extra workers to create a separate set of accounting books because the cost is spread out over a larger custaliner base. S
companies are just put at a competitive disadvantage. Our colleagues are worried about the rate of concentration thgt is occurr
in the communications industry; we note that passing this amendment would make small companies more competitive and would
thereby serve to slow the rate of concentration. The United States Telephone Association, which represents 1,200 logal telephon
companies, strongly supports this amendment. We urge our colleagues to support it as well.



